The Next President and Inflation 



G ERALD FORD’S first and most urgent concern, as 
President, will necessarily be the inflation. For 
tmost Americans, the real test of the new administration 
’’wiE be its success in restoring . stability to bur economy. 
‘/The current surge of inflation,- which has been running 
for nearly .two years now, is affecting every family and 
^diminishing the nation’s general standard of living. Far 
from slacking off, as past forecasts kept suggesting hope- . 
fully, the latest figures indicate that it may actually be 1 
accelerating. Its causes lie . deep, and there is no magic 
that the new President can invoke to check it painlessly. 
There is no simple change in economic policy, or tech- 
nical adjustment, that will automatically make prices 
stand still. But there is much that the incoming Presi- 
dent can do, immediately, that will reassure the country 
§nd reduce the dangers now apparent. 

J “Mr. Ford brings to the White House the tremendous 
advantage of being able to talk constructively with peo- 
ple who had lost all faith in the previous administration 
rand had broken off relations with it. He has the second 
advantage of being able to address the American people ■ 
candidly, without recourse to meretricious optimism, > 
.and being believed. The essential issues are perfectly 
.comprehensible. The extraordinary rises in the costs of / 
"food and fuel have genuinely diminished the real income 
jbi ; most Americans. The solution lies ins the traditional 
^American response of increased productivity— a response 
■-that necessarily takes a certain amount of time. As this 
'process goes forward, someone is going to have to make 
people throughout this, country take account of each 
.cither’s concerns, and assure them that the misfortunes 
of an uncertain time are going to be fairly shared. Only 
trusted President can do that. f • 

high and sustained rate of inflation, like the present 
■ pne, is always a matter bf much more than, narrow eco-’ 
nomics. It is a public judgment on government, indi- ' r 
eating insecurity and anxiety. It is a warning of a looseii- 
Jh'g of the glue that holds a society together. As people . 
Conclude, privately and individually, that they are going 
|b,have to save themselves as best they can, a bad trend 
vjets- steadily worse. The Federal Reserve Board fears 
.that it will get no support' from the ' rest of the govern- 
'■nient, and it takes the interest rates to the highest level 
ift'our modern history. Businessmen fear that their costs 
will- keep soaring, and they try to protect themselves by- 
-price increases that anticipate the worst possibilities. ' 
Labor unions fear that the cost of living will keep going 
up" and they lunge for steadily larger wage raises to, , . 
cover it. Asked why they anticipate higher prices, the 



unions can reasonably point to the inordinate interest 
rates.. The process is circular. The question for the new 
administration is how to break the circle. 

The first move for -Mr. Ford is to open a conversation 
with the labor unions_The coming round of contract { 
negotiati ons are going to have an effect far out of pro- ’ 
portion to the numbers of workers direcfly invoived. 
The dramatic upward swing in pay since April, When 
the controls expired, is an ominous forewarning of what 
will happen if matters are left to themselves. The next : 
President might usefully ask the unions what it would ; 
take to keep the contract settlements down to a reason- i 
able level. The answer is fairly clear. The AFL-CIO 
executive council, meeting earlier this week in Chicago, 
delivered a Sharp and persuasive denunciation of the 
damage that the high interest rates are doing to the 
country. These rates are not only contributing directly 
to higher prices, the council argued, but depressing pro- 
ductivity and pushing the housing industry toward a 
severe depression.. 

If Mr - Ford can extract a conditional pledge from the • 
unions to limit their wage demands, he can then go 
back to Dr. Arthur Burns at the Federal Reserve Board 
to talk seriously about lower rates. If interest rates begin 
to move- down and there is evidence of moderation in 
wage settlements, it then becomes risky for businessmen ! 
to keep raising prices.' In some cases— the oil industry, * 
for instance— -the President will need tb remind Con- - 
gress of its neglected responsibilities to end the most H 
notorious of the tax subsidies and demonstrate that a L 
few lucky companies are not going to be permitted to £ 
enrich themselves at the expense of everyone else. 

The American economy is how running sufficiently y 
/ close to its limits that each new misfortune and setback 
sets off new waves of anxiety' and inflation. In past § 
years, the effects of a midwestern drought would have ' 
been largely absorbed by the nation’s huge stocks of | 
grain and corn. But now those stocks are very low, and ^ 
the shortfall of rain this summer is registered in the f 
- daily rises in the prices of food. Mr. Fdrd cannot promise i 
the country that there will be no further disappointments y 
and reverses — nor should he try to promise anything of 
the sort. The time is long past for empty optimism. Amer- p 
icans are ready to carry great burdens in the public ® 
interest, if they believe that those burdens are fairly 
distributed. A President cannot say that inflation will 1 
be over tomorrow. He cannot say with any assurance 1 
when it will end. But he can offer to do his level best i 
to see that its costs lie equitably throughout the country I 
as it slowly diminishes. That is now Mr. Ford’s job. i , 




